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The Basics

ISO 20022 is an established and flexible standard for exchanging electronic
messages between financial institutions, market infrastructures and end
users, providing a structured format with room for additional payment
related information.

Already the common language of choice for real time and low value /
domestic schemes, 1ISO 20022 will become the de-facto standard for high
value and priority payments in the domestic and international space. The
migration will provide a new model for the global exchange of payment data,
with richer and higher quality information than the existing standards. This
will also be an enabler for future development and innovation in the
payments ecosystem.

ISO 20022 is being adopted by SWIFT in their latest move to ensure optimal
cross-border payment communication. The SWIFT ISO adoption programme
begins on 20 March 2023, and will take place until November 2025; by which
all major global payment infrastructures plan to adopt the standard. SWIFT
plans to migrate all Customer and Inter-bank payments, as well as related
advice and statement messages from the MT1xx, MT2xx and MT9xx series
of messages to, the new XML based pacs (payments clearing and
settlement) messages and camt (cash management) statements and advices.
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Existing Messaging
Languages

Various non-unified message
types. Often customised to cater
for non-standard message
content, with limited data
capacity. Unable to keep up with

the skyrocketing demand for data.

New 1SO 20022
Messaging

Globally consistent messaging
across the industry, unifying many
existing standards and improving
reconciliation and interoperability.
Allows for a stronger structure
around enriched data sets.
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Potential Benetits

More than just a technology investment, ISO 20022 is the future of payment
rails. Adoption of the standards aims to enable a better payment experience by
driving a single industry-wide payment format with richer data, across various
payment schemes. Although compliance is mandatory for all Financial
Institutions, the migration brings with it a host of benefits and opportunities
throughout the payments ecosystem.

@,

Global Reach Harmonised Integration
Used for payments globally across Rationalised universal message type
different banks & countries, for all payments; ISO 20022 integrates
removing technology barriers smoothly with RTP schemes

EEE G
Reconciliation Automation
Enriched structured data supports Standardised codes and dedicated
identification and automated message types facilitate the automation
reconciliation of exceptions & investigations
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Security Transparency
Richer data can strengthen fraud Increased levels of transparency and
and AML controls efficiency of payments through

better structured data
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Migration Timeline

The adoption of ISO 20022 is due to take place over several years, with Payment
Market Infrastructures (PMls) of all major currencies either live or in the process
of migrating to ISO 20022 by November 2025 for cross border payments. SWIFT
are due to migrate existing message type series 1, 2 and 9 starting in March
2023, with adoption plans evolving in each market.

Adoption by major Real Time Gross Settlement (RTGS) market infrastructures /
currencies are currently planned as follows:

20 March 2023 SWIFT* - Cross Border Payments Reporting
(CBPR+) co-existence " period until Nov 2025
Target2 — International Euro Payments

$ FED / CHIPS - Phase 1

19 June 2023 £ CHAPS**

08 April 2024 $ CHIPS** - Full ISO Adoption
[
1

22 April 2024 i HK$ CHATS**
1
|

March 2025 - $ FED — Full ISO Adoption
1
1
November 2025 s ISO 20022 - Migration Payment Market

Infrastructure of all major currencies to have
adopted ISO 20022 for cross border payments

NB: Dates are accurate as of 15" March 2023

1 During the co-existence period, both MT and MX messages will be supported by the SWIFT infrastructure

* Following the ECB decision to delay the ISO 20022 migration of the Eurosystem to 20 March 2023, SWIFT
announced (on 27 October 2022) that they too are delaying the start of the ISO 20022 migration to March 2023
(from the originally scheduled 20 November 2022 date). You can read the full statement on .

** Subsequently, other market infrastructures have taken the decision to move their transitions too.
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https://www.swift.com/news-events/news/swift-accepts-community-request-start-iso-20022-migration-march-2023

How to Prepare

Making sure you understand the potential of XML for your
business will allow you to make the most of the opportunities.

Preparing for the future

Some market infrastructures already mandate corporates to
provide XML as a standard while communicating with their Banks.
With the increased worldwide adoption of the ISO 20022 standard,
it is possible that more market infrastructures will recommend ISO
as their messaging standard. Considering ISO in your technology
plans will help to future-proof your business.

Structured data requirements

SWIFT and all major market infrastructures have mandated
structured addresses as a requirement for party fields that are not
currently supported in MT, i.e. Initiating Party, Ultimate Debtor,
Ultimate Creditor. We strongly recommend you, as our corporates,
start looking at the data you currently provide to banks, and work
closely with your Enterprise Resource Planning (ERP) and Treasury
Management System (TMS) providers to start making required
updates to the static data, to ensure you are prepared for ISO
adoption.

Capitalising on enriched data
standards

ISO offers multiple benefits that will help to streamline your end-to-
end processing. Early adoption will allow you to capitalise on
enriched data by means of remittance information and enhanced
end-to-end references, which will be available through ISO based
cash management (camt) statements / advices.
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HSBC's Adoption Plans



